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Section I: Introduction

This interim report has been prepared for the February 4, 1981, meeting
ﬁ of the New York State Task Force on Equity and Excellence in Education. It -
.1s designed to serve as an introduction to the research currently being

9 .

;, ) conducted on gehalf df the Task Force into the implications of the

| %evittown decisiqh fof;rural schools. The primary purpose.of the report is

29 providf background information and to provoke discussion.about fiscal pro-

. blems in rural areaé. |

; ' The report is divided into four major sectionms. " Sections II and III
provide histJrical as well as legal perspectives on th: state's responsibility
for delivering educational services in rural areas. The ﬁistoricél analysis
gives an overview of how the -state has responded in the past’and provides
insiéht into the current nature of the state's involvement.

The legal ;nalysis wé present in éection-III draws heavily on the
Levittown decision and shows tﬁat a concern for the problems that exist per-
haps uniquely in rural schools is entirely comsistent with the holding of ' : i

e -os g

the court. This section also presents a list of questions the Levittown

decision poses for rural districts. This list of duestions has servecd as

the basis for our research agenda.

In Section IV we take up the question of whether there are costs:peculiarf

to operating schools in rural areas and’ present the results of our early
%
L}
attempts to document the existence of these costs. The report concludes ;%

with a lengthy discu s%pn of policy implications.. Here we propose a series 3
/ L / ' [ -
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of defiﬁftions for rural schools as well as a series of policies which might

be recommended by the Task Force as a means of more completely fulfilling

tpe'state's responsibility to the students and taxpayers in rural areas of(

the ‘state.
‘ 9
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Section IT: Historical Pexspective - '
K l 1 -

A d '

In the period from 1924 to 198 , New-York's rural ‘schools were a focus %
of attertion for both policy makers and students-of school governance.
The State Education Department, operating under terms 'of the "Magter Plan

for School District Reorganization in Néw York State"l encoﬁraged formation

P

of central school districts.2

Ed

Other significant stepé were taken to improve tﬁe'efficiéncx, educational

quality and economic health of rural schools. From 191 on, district super-

intendents3 were chosen by school txustees in each area and worked as state

officers to strengthen common schools and to assist in the work of centraliz-

ing districts. Another state assistance to rural sctiwols was a size correction

: ' ~
factor incorporated in the state aid formulas to h@lp}disﬁ:i&:? with small

populations. A size correction factor to compensate for sparsity was

incl@ded in state aid formulas;from 1935 io 1974} This factor wés changed:;

over Ei&e. In 1562, for ingta;ce, legislation provided thét the state would

share in 550 additional operating costs beyond the $SO0 ceiling forkthe_f;rst

12§0 pupils. 23 operating aid rose in succeeding ygars, the amount'of the

sﬁagsity correction roie. ffoﬁ l§66 on, as cities and suburbs demanded help, N
a density factpr was adde& to assist disfricts with nore thén 8000 pupils ’
and the big six cities. The sparsity factor was eliminated in 1974 on ?he

recommendation of a special task force appointed by the govermor. It was

argued that tﬁé"ﬁhﬁbéirgf.éﬁggiéi‘aid:férﬁuigs,uincludinxmsbarsity, had én

uneven effect on school districts in ways tna;“grggpgg_ingqﬁalities. iﬁuyggluw
alfo claimed that sparsity aid was a dis-incentive to reorganization Qf

districts. This ai& persisted from 1935 to 1974.

6
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The period between 1924 and 1957 witnessed a dramatic ggéwth in
éonsolidation of smaller schools into lafgef uniis. Armed with successive
state aid formulas which made consolidati;n financially attractive, the
State Education D;partment, with the general approval of the legislative

and executive branches of state govermment, strqgg}z»pushed.reorganization

for sparsely settled and small sgpool districts. It was arguad that larger
school units could benefit taxpayers by gaining economies of scale in

operation and would benefit pupils and parents through better staffing and
a broader curriculum; 502’cenéra1 (ceonsolidated) districts were dreate%rin
. : -

this 23 year period. These new districts incorporated a total of 7012

smaller and previously independent districts. -

~

Modifications in reorganization were made over time with changeé in the

- State Master Plan enacted into legislation. Provisions to enable central

districts to consolidate with egph other and to permit the smaller‘citieé
to merge with surrounding small districts were implemented.’

Startiqg about 1950, intermediate school districts termed hoards of
Cooperative Educationalé‘BService4 were organized in each region of the state.
Designed to offer instructional programs iﬁ such field as voéati;nal and -
special education and to provide supervisory- and administrative services,
the BOCES were of considerable help to rural schools. The comb}nation of
an enf;rged ditrict with an intermediate service unit enabled many rural
schools to obtain educationdl benefits otherwise unavailable to’ them.

Accompanying the reorganization and BOCES movements was a concentration
of intellectual interest in the needs and nature of rural schoolq: A number
of studies were done, chiefly in the area of reorganization. Statistics on
rural schools were compiled and updated; writing on this subject was exten-
sive. Both national and state organizations of administrators and scholars

paid atteution to this sector of the public school movement.

p&’
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‘ The last iwenty years has been a very different period for rural'edu;ation.
Reorganization slowed substantially in pace. Only 49 centralizations or other
mergers took place between 1957 and 1970. During this period a number of
ﬁroposed Fonsolidaxions were voted down or not brought to a final vote. The
mood of the period seemed to favor smallness ang simplicity in both of%aniza—
tions and life sty%e. Many expressed the feeling that reorgani;ation would
. ré;ult in higher taxes despite claims to‘Ehe contrary. A number of adjoining
districts believe;‘thar it would be unrewarding to merge into units which
would be geographically large and yet remain too small in population to make
major educational and economic advances. |

: fhe BOCES movemént, too, has lost some of the promis; of.its earlier
period. While the individual BOCES have undoubtedly helped small schools,
they are 1imited in what they can do, increasingly costly aad ébmetimes find -
it diéficu%p to strike a balance between the claimé Qf their raral,
suburban and small city clients. |

Accompanying the slowing down of reorganization has been a diminished
interest- in rqral/smali schools on the part ;f policy makers and\scholars.
The érise; facing the large cities have deinanded thé‘attention'of both groups. .
The case for help for the cit%es was strengthened by‘the afguqent in the
Levittown decision stressiné’the\ovegburdens impééed o; cities by their
educational and other munfcipal costs. Also shifting attention from rural
educational problems was t#e plight of suburban communities facing'rapidly
rising school enrollr :nts. The sulurbs had the political powéf to demaqd
attention at the sta. level.

For th; last twenty years rural schools have been‘either neglected or

-

treated lightly in public planning and the attention of the scholariy

v
. -
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community. Though board members and administrators in rnral'districts'knew

v

much about problems resulting from sparsity -and smallness, these problems

were not central to the interests of pubfic officials and social scientists

v

absorbedgin thé urban and suburban scenes. Consequently, rural schools

suffered from neglect in policy making and an underconceptualization of their *

-

-

needs and problems. Lo . L. . .

- - P

In the recent past, the smaller and sparsity~-impacted school districts
! v \ -

of New York have, when, put to the test, chosen tp forego the aid incentives ’

offered by the stdte for reorganizing.® T. :y have in effect‘accepte& the

o

direct costs associated with smallness. Tﬁﬁs many rural districts have been
affec.ed adversely by rising property values coupled with low income, rising

Losts generally,xdeclining enrollments, and extra burdens placed on both tax-

oayers and pupils.6

Reorganization is advocated by the'State Education ﬁepartment as d

©

solution to some of the problems of small and sparse districts. There has

-

been relatively little reorganization of a substantial sort in the 1970-80

period.7 While the costs and burdens of smallness and sparsity may encourage

rural districts to seek reorganization in the future, there is no significant

= i

movement in this direction at present. .

In light of this histor}, %be arrival of thealevittown decision in 1974
takes on an added significance for the rural districts of the state. The
decision ig rich in implications for the analysis of the proper role for the
state to assume regarding the financing and organization of educational ser-
vices. It is therefore essential for us to examine the decision in terms of
Section III provides this analysis and

its implications for rural district.

in so doing establishes our research agenda.

-
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4 --8ection III: Legal Perspective

The arena of school finance reform has substantially~a-h1/fted from .

st:ate 1egisI'atures to state court .In 1974 the ~United States Supreme Court

- -~

rejected an attempt at nationwide reform claiming among other things. that

7

educatior? was—*notment"dned—in tlf Federal Constitution and was not a funda-

’

mental right deserving strict ju$icia1‘. scrutiny at the Fede‘ral level.g

1

Education,%however, is a r*ht syecifically mentioned in many state comnstitu-
tions. School fiﬁance 1itigation°has, sinc; 1974 moved from Federal to state

courts with ar nts targeted to particular state constitution. , judicial

x

histories, and, educational funding systems. Such‘-cases have, succeeded in

several states including {.’aiiforn_ia, New Jersey, Washington and (onnecticut.

‘Such a case has also sticaeeded in New York in the Supreme Court of Nassau

.

- Al ~ - ’

County. . : . .
VY o
In Levittown vs Nyquist Judge L. Kingsley Smith outliied a set of

objeé:t’..ons to New York's system of school finance assigning responsibility-/
- - . . , .

to the state legislature to design a remedy for these deficiencies. While ¢

¢ . '

Judge Smith's opinion is under agpeal, it currently provides the best guide

to the judicial standards which may be applied by New York courts in .judging

the legal adequacy of arrangements for funding New Yorlc's‘publi‘g7 ,s’c'hools.

‘It is incumbenf on those interested in rural schools to undersynd\how -this

-

might affect the financing of rural schools.
Judge Smith's opinion includes one novelty which raises special concern
for rural schools. The "standard argument" designed to show that a state's .

. \
funding arrangement offends the equal protéction clause of the state or

i0

/ : &
¢ .




Federal constitutioa proceeds by attacking the use of a local tax base. as the \
3 s . . o .

- source of revenue for financing~schools. Poor districts mugt exoend substantial -
~» - -7, . *

B effort to raise modest sums for education. WEalthy'distﬁicts can often raise
. : N

o ;\ significantly hi§her dolfar sums per pupil with substagrially less tax effort.
' T@S results are thai poor districts are less able %o zaise’ funds for education
- than wealthy districts and that poor districts usually spend leéss per pupil
than wea}thy districts. These inequities are not overcome by existing state

s/

T equalization foruulas.f . .
Judge Smitn adds to this argument what haueobeen termed the urban.over-
burden'arguments. “Pointing to such tactors as competing_demands/fof/tax
dollars, higher educational costs, and larger concentrations of disadvaﬁtaged
or otherwise needy students, Judge Smith argues that simply looking at taxable

property per pupil may misrepresent the actual capacity of large urban arégs

to suppongrpublic schools. Judge Smith thus insists that factors beyond tax-

able property per pupil be considered in judging fiscal capacity.
Urban overburden arguments raise some concerns and questions about rural
schools. The obvious concern is that 8Ppecial judicial attention to urban pro-
: blems might not unfairly disadvantage rurai districts in their competition
\ for the educational dollar. Perhaps‘there are "rural overburdens," factors
unique to rural districts ;hich should also be considered in establishing an
equitable financial arrangement for New York's public schools. These_issueé
suggest a need to review the specific objectionsito New York's funding arrange-
ments for’!Lblic schools. We must then attempt to state the legal or philo;‘
sophical principles underlining these objections. Finally, we must ask

whether there are rural instances of these principles which correspond to the

urban instances on which Levittown vs Nyquist relies.

11
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Judge Smith's opinion expresses a set of objections to New York's system
: for funding public schools which can be summarized as follows:
1. New York's system of financing public education which nXQies qQn real,

property taxes iﬁ conjunction with state aid discriminates against property

-

S
poor districts in that such districts, despite the fact that they often impose ~
sharply higher tax rates, are not able to generate the spending levels
generated by wealthy districts with lower tax rates. The court also notes

that theXState's attempts to use state funds to overcome differences in pro-

i
i

. . J
perty wealth between districts generally fails to do so. It is particularly .

critical of the distribdtio of flat grants to high wealthy districts and the

use of "save harmless" provisions which have the consequences of undermining

attempts to qualiae,educational expenditures. >

2. New York's system of finfincing public education discriminates against

!

" large urban districts in that it lacks 'an adequate measure of fiscal capacity.

-

Fiscal capacity is currently measured as taxable property per pupil. This

“

- measure is held to o#efestimate the ability/of large urban districts to .

finance public education because it fails to consider the "overburden" of the ' .

3]

urban tax dollar. The court reports the following urban overburdens: Large
i
urk 4n areas must Support more non-educational services than non-urban areas;

eqnivj%ent educational inputs or services cost more in-urban than ‘in non-urban
‘ districts; the use of average weighted daily attendance to compute state aid

discriminates against urban areas which commonly have high rates of absenteeism;

- - - . v s 4

. urban areas receive unfavorable funding for handicapped ghildfen when compared : /

with that provided through BOCES: and urban’areas have 1a€ge numbers of
/ A\ 5‘_

handicapped and disadvantaged studente and other srudcn;s with special needs

<

for which they are not. adequately compensatedﬁy These factors mean that taxable

.

dollars per pupil wiil be significantly misleading concerning the capacity of

S
s
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V'wifh aﬁ equivalent effort indepeﬁdent of the actual value of real propert& in 7

urban diétricés to finance education. An adequate funding system thus will .

require a concept of fiscal capacity more semnsitive to the actual ability of
a district to finance an appropriate education for its children.

3. New\Yo;k's system of financing public education violates the

)

education clause of the State Comstitution in that the failure to adequately

fund large urban school districts with large concentrations of students B . E

1

deficient in basic educational skills leads to the failure to provide every
child an education appropriate to his needs and to the failure to provide an

equal opportunity for all students to acquire basic minimal skills necessary

to function in a democratic society.

These criticisms of‘New York's funding\system for public education
suggest some criteria which specify what would count as an adequate funding
system. These criteria can be expressed in three points where the second and
thigd represent interpretation of or qualification on the first.

1. The ability of a district to support public education must be inde-
pendent of the value of real property in the district. The intuitive idea is
that property poor districts should be able to support a level of inﬁhts and

14

services equivalent to thét_which property rich districts are able to support

s s m————

the district. \ . .
2. The me;sure of a distfict ability to support public education (its
fiscal capacity) must be a realistic measure of the actual ability of the
"district to generate revenue necessary to support an appropriate level of
educational inputs and services. The measure of fi;cal capacity must, there- ‘

fore, be sensitive to (a) the ability of a district to generate revenue,

(b) the non-educational services competing for the tax dollar, (c) differences

%
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in district needs, (d) variations in cost of appropriate services and
inputs, and (e) variation in the relation between attendance and enrollment.
. 3. Every district must be capable of funding an education which is
appropriate to every child's needs and which provides every child an equal

opportunity to participate in a democratic society.

Some generai cggments on these criteria are called for. First, criterion
number 1 states the philosophical presumption which lies behind percentage
equalization. Percentage equalization requires a state's educational funds

to be distributed. in such a way that any two districts will generate equal

therefore, require that all districts spend at equivalent ler :1s. It requirzs

per pupil expenditures with an equivalent tax rate indepenaent —of ‘the property—— —
wealth of the district. A property rich and a property poor district shouid T
be able to.generate equal per pupil expenditures. Two assumptions seem to

underlie percentage equalization. The first is that it is impermissable for
educationa. expenditures to vary because of variations in property wealth.

The second -is that variations in expenditures which reflect differences in

preferences for education between districts are permissable. Equity does not,

that expenditure 1eve1s reflect preferences for education, not differing con-~

~ captures these assumptions. ’ e

‘percentdge equalization from being accept b_ . Percentage equalization

[ —— - — | E—

straints on the ability of districts to raise funds. The notion that equal

effort should generate equal results independent of taxable property per pupil

-

The second critericm, however, prevents the standard formulation of
expresses the concept of equal results as per pupil expenditure and the capa-

city of a district to support education as taxable property per pupil. The

court, however, while appeariug to accent the philosophical assumption of

11 1 4
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percentage equalization, rejects these measures as adequate measures of a
districts actual ability to fund an appropriate level of educational inputs

_ and services. Criteria number 1 and 2 in conjunction can, however, be under-

stood as requiring the substance of percentage equalization, but with a

modified and more sophisticated view of what is to count as é‘district's fiscal
capacity.

' The final criterion, however, can be seen as a modification of the basic
philosophy in that it appears to place a limit on the degree to whﬁch expendi-
tures can vary according to preferences as well ;s capacity. The court here

s

~—————can-be -understood a§_hglding_§hat the state is obliged to see to it that every

child has an education appropriate to his needs and has an equal opportunity

. !
to a basic education. These sentiments may require more than that equivalent
effort generate equivalent results. They may set limits to the extent to
which educational services may vary with preferences. Weakly interpreted they

may require that the state guarantee a level of funding adequate to support

a basic &ducation for every child. Strongly interpreted, they may require
functional equivalence in every child's basic education permitting preferences

»

to affect the nature or quality of educational services and inputs only when

kﬂEhey are;éégaed”IﬁESSentiél‘to a basic-education: - — — = ——ITTTT T o

| We now need to ask what sorts of issues these criteria generate for rural

schools.

These criteria raise issues beyond the urban context. While most of the
issues raised by Levittown address the particular needs of urban schools, when

K4

the concepts of equity they presuppose are stated in a more general form,’tbey
suggest that there may be other issues which are raised for non—-urban districts.
The‘following are some of the issues which these criteria raise for rural

: schools. '

. 15

12

L i T




Criterion I: The question raised hrre concerns the ch.racteristics and.
fairness of the rural tax base. Do rural districts tend to be property rich
or property poor? Is there significant variation among rural districts?
Suould the character of property in a district be part of the definition of '}
'éural?' Is property in rural districts fairly and accurately assessed?

7 Criterion II: Attempting to judge the fiscal capacity of rural districts
raises significant issues. Rural areas may not have concentration of minorities
or “eedy students to the extent that urban d stricts do. They , o, however,

«,Vm‘.‘

have oth-»r characteristics which are relevant to judging their fiscal capacity.

Some of the particular issues are:

1. Is the propertv base of rural districts a fair and accurate ground for

judging the*abilitféof rural districts to raise revenues. Many rural people
believe that property values in rural areas give an inflated estimate of the
ability of rural populations to support schools in that the disposable income
of rural populations is lower in relation to the tax base than is the case
for other districts. If that is the case would incoue be a better measure of
ability to pay than property for rural districts?

2. De rural students have any special needs by virture of their being

L e e ]

f"l ' -rural?- For example, are_there-spacialprograms needed to_overcomeethe—culturali__i____
isolation of rural students or do rural students need special occupational

programs or career guidance? ‘How should such needs be considered in judging

the fiscal capaci;pﬂo;w;ural districts? Also, are the special needs of rural

students underconceptualized or underrecognized as' a consequence of recent 4
intensive public concern with the problems of urban education? Is there a

danger that a measure «f fiscal capacity whichvis attentive to urban problems

will punish rural areas for their lack of visiability?!Finally, is there a

318




-

tendency for students in rural districts with special needs to be uniﬁentified?

o
.

For example, is a student with a handicap or learning disability more iikely
to be identified in a urban district than a rural one?

3. Are there.costs which are peculiar to rural districts? Rural dis-
tricts typically have fewer students and are sparsel; poéulated. They may,
therefore, be unable to take advantage of economies of scale and may face
higher unit costs. High unit costs may also have prevented rural schools from
offering program diversity. Moreover, rural schools may be,in a particularly

weak position to manage declining enrollments. And tramsportation costs may

be usignificantly higher for rural schools. How are such cost factors-

éssoctated~with~seale-and_sparsitv to be incorp&rated into a judgment of a

district's fiscal capacity?

4, Rural schools'may absorb higher per unit costs in hidden ways. They
m;y, for example, require more work from their staff, rely more heavily on
volunt2ers, or exact more time from their students. It seems unfair to
punish rur#l districts for a willingness to absorb higher per unit costs in
the form of extra personal effort. How, then are such factors to be incorpora-

ted into a judgment of fiscal capacity?

5. _Rural_tax dollars wav have to support fewer non-educational services

than urban tax dollars. This may, in part, be a result of a preference on
théxpart of rural populations to ﬁrovide some kinds of services through private
rather than public means. Rural populations, for example. may have transpor-
tation needs which equal or exceed those of urban areas. They are, however,
more likely to provide for these needs privately. The question is then raised
as to the relevance of whether a service is provided Bublicly or privately

to the judgment of a district's fiscal capacity. Public seivices may compete

. r——— e s
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for .tax dollars, but private services compete for the indfviduals' dollars
and affect the willingness of individuals to pay taxes.

Criterion III: This criterion raises the general question of the meaning
of a basic education and whether the ﬁeaning of'; basic education might not
vary according to the type of district. Tﬁére’is also a need to know how
well rural districts do in teaching baéic skills. Two questions are of

particular interest.

1. High failure rates in rural districts point to a need for support

- for highe? levels of inputs and services. If such sefyices are to be

. . PS A .
equitably funded, it is, however, important to be able '‘to distinguish between

funding the legitimate educational needs of a district and rewarding a district

e, b wery e

for its failure to teach basic skills. An equitable meeting of the needs of
students who aée currently failing on basic skills, thus? fsquires knowledge
of the general connectio;'between lvels of funding and levels of attainment,
an analysis of the kinds of programs needed for failing sutdents, and the

ability to determine when failure reflects lack of resources rather than

L]

failure to use resources wisely. These questions need to be put in both

rural and urban contexts.

' 2. There is also a question as to whether a funding system which gives

ébecial status to basic skills or a basic education may be prejudicial to the—

special needs of rural populations. It is not clear how rural districts com-

'pare to urban districts in providing a basic education. It is clear, however,

that rural schools have been disadvantaged in comparison to urban areas in

%
their capacity. to fund diversity in their programs. This is largely a function
of scale. It is a problem which may become acute with declining enrollments.

BOCES’mitigates this concern for some kinds of student needs, but not all.

Y

—

) 15.15?




Thps, in addition to a district's ability to support basic education, some
consideration to its ability to support program diversity needs to be given

. in judging fiscal capacity and a proper and'equitable level of funding.

13




:§‘?; Section IV: Early Findiqgs
T ‘ . |

This section presents our major empirical findings to date. As will

‘become apparent, we have focused our attention on the question raised in
Section III regarding the alleged existence of costs that are peculiar to

;%- operating rural schools. If there are costs associated with ruralness we '
‘should be able to demonstrate independent relationshipg between characteris-
EE tics commonly found in rural areas and the behavior of persons concerned with
N tl.e operation of schools. ,For the purpose gf this report we focus our

\étten;ion on relationships between the presence of rural characteristics

~—

and resource allocation practices. Readers interested in a more complete
analysis of why the characteristics we identify are hypothesized to affect \
resource allocation practice are referred elsewhere.?

The discussion beg:ns with analysis of how such district characteristics

—

as scale of operation and sparsity affect the spending levels of school dis-
tricts. Next, attention turns to the impact of these factors on how districts
alloca' > funds across budget categories. Here we give explicit attention to

the effects of scale and sparsity on spending for transportation and BOCES

services. . T ; - - s

l In light of the tendoncy for small and sparse districts to make heavy use
. L
+  of BOCES services, we have looked into the operation’ of the BOCES system in

. some depth. Specifically, we consider whether isolé%gon within a BOCES

exerts an independent effect on the degree to which districts participate in
their BOCES as well as the degree to which BOCES vary among themselves. In

other words, we recognhze that the nature of a given level of participation

in a BOCES can vary depending on the identity of the BOCES.

!




Finally, we deal briefly with issues surrounding the delivery of services

to handicapped students in rural areas. In particular, we consider the

question of whether or Jbt scale and sparsit; are releted to the incidenée of
‘students who have been identified as having special needs. Moreover, we
speculatelover the costs associated with the presence of sﬁall numbers of
students with specialize& needs. N

Before tq?ning to the presentation of our findings, it is useful to
explain two differences tetween our research and much of the feseerch that
has been earriea out for the Task Force. First, we have used unweighted
districts as our principal umit of analysis. Most research presented to the
Task Force has employed pupil-we;ghted districts as the unit of analysis. ‘ 3
Our pfefgrence for unweighted districts ;s understandable in light o€ our B
desire to draw attention to the many very small districts in the stage. By
eschewing weights, we treat all districts, regardless of their size, as
having.the same importance. One of the consequences of this is that in a
decile breakdown on the basis of size, bottom decile represents the smallest

10 percent of the districts in the state and accounts for a miniscule fraction

of the pupil population in the state (the smallest 10 percent of the districts

3

in 1978~79 served 1.3 percent of the pupils in New York State).

o

Second, we focus our attention on regular K-12 districts. This decision

stems from the tendency for very “Small districts—to servewfewerﬁthan_thirteen_e_t,,ﬁﬂﬂ

\12{ grade levels. The danger is that small high school districts may be

=

lumped together with small elementary districts (K-6, for example) and
treated as tho ugP they were all comparable to small K-12 districts. We have

avoided this proe\Em\by excluding all non K—lZ districts from our sample.
N
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Levels of Spending .-

TG AT

Scale of Operation. ‘Table 1 provides information about the character-

—

istics of small compared to large school distticts in New York State.
P

K

According to the table: . *
. Tﬁe smallest districts in the state spend at relatively
high levels. Indeed, it appears that the spendisé level
per pupil in the smallest of the small districts rivals that
-t of the largest districts in the state.
P . State operating aid as a ftaction of general fund expendi-
\ tures is lower for the smallest as well as for the largest i

districts in the state. i —

These results, looked at in isolation, are consistent with ;n econor/ ’
of scale kind of argument. The argument would go something like this:
Within very small districts inefficiencies exist which force districts to
incur extra costs in order to ogerate even a minimal program. These costs
are in turn passed along to taxpayers (state and local) in the form of higher
expenditure levelg. The costs are borne disproportionately by local taxpayers
because of the ceilings built into the state sid formula. Moreover, at the

&

other extreme where districts become "too" large, inefficiencies also exist

ﬁ"”-yh“_“_*__ﬁﬁich“lead‘tb*extra*costs ~that—are-also- borne disproportionately by local
) X |
’ taxpayers. If we believed this interpretation, we could claim that taxpayer

buidens are caused by very small and very large scales of operation.
But this argument neglects the fact that earlier Task Force studies
show strongupositive relationships between asscsséd valuation per pupil and

o~

i spending levels as well as the fact that according to, Table 1:

.
‘ ' )
o
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Table 1 Lo

BN
o

r

N

= 671
*Deciles are non-pupil weighted (each represents 107 of the districts and include all regular K-12 districts w@bhs. 6-1
the exception of the "Big 5“ districts).
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\) tandard deviation, a fieasure of variation*within~the~decile.mmﬁ“..ﬁ___,_,, e
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© D
) The Relationship Between Expenditure ‘Lévels and Sources ) &
of Revenue and School District Scale 4 :
. 1 .2 3 4 .5

N General Fund Payable . Operating Aid as Full Value Assessment Local

Total Aidable - i Expenditure State Operating a Fraction of Per Pupil Equalizéd Tax

Pupiﬁ Units Per Pupil Aid Per Pupil the General Fund = . (RWADA) . Rate (in mills)

District Deciles¥* Mean S.D.** Mean S.D, Mean S.D. Mean x S.D. Mean S.D.

< 577 ' 2514 ° 1060 847 - 273‘ .384 .169 107,347 112,806 12.7 2.7

578-955 2186 371 929 - 288 443 136 . = 65,156 _ 43,169 13.4 2.6+

956;1316 2304 \ 518 . 881 233 . 407 %144 . 64,58? 33,339 15.7 4.6
1317-1577 - 2256 534 919 229 <437 147 63,885, 53,106 15.4 4.8 % 7
1578-1981 2376 625 901 249 417 .163 66,429 - 48,706 16.6 5.9 "“
iggg:g;gs 2280 623 920 222 434 145 61,996 43,892 15.9 4.3 f'
2566+3399 . " 2456. | 662 800 249 .362 4162 73,996 45,541 17.9 4.5
3400~4529 . 2660 668 773 244 «324 .153 74;525 35,16§ 20.7 5.6
1530-7227 2625 503 . 780 200 316 117 70,448 - 26,938  21.6 _ 5.4

> 7228 2581 478 828 196 .336 .108 65,818 24,774 22.7. 5.9 "

. | \

'All Districts 2423 644 - 858 2?9 . 386 152 71,368 / 53,421 17.2 5.7

.
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. The Sméllest districts in the state ar§ also the wealthiest (as

measured by property wealth per bupil).'

Hence, an alternate interpretation of the bivariate relationship
i 3
Jbetween spending levels and scale is that it is the high wealth of the

smallest districts that accounts for their high spending levels and low

-

-

levels of-state aid.-
- Before we can assess the independent relationship between 'scale and
spending it is essential to coﬁtfbl in some way for the confounding effects

.

of differcnces in wealth. In light of this, it is instructive to note that:
s - .

‘ e The decile representing the smallest districts is also the
- ) most internally varied. This is true both in terms of

expenditure levels and wealth. s

It would appear that generalizations abou: districts falling into this
bottom decile are at/best suspect.

In order to control for the effects of wealth on spending we looked
separately at wealthy districts and poor districts. Table 2 reports these
res;lts. We used the wealth of the district with»the average level of wealth

K " 4n the staée to divide the districts. (Districts with less tha ’$76,449 in
\\\ equalized assessment per pupil %RWADA)_were considered poor, thése'in excess

$

of.this figure were considered wealthy.)

¢

,-..Table 2 indicates that spending levels are relatively high for the

‘smallest of the wealthy districts while the opposite is,irue for the smallest
: ~

of the poor district. This result may suggest that when wealthy districts are

LY

small, the costs are shouldered in some degree by taxpayers and that when poor

€ :1




TTTTTT T Table 2 -3

The Relationéﬁip Between Expenditure Levels amd School District Scale
: Controlling for Differences in Wealth

Wealthy Districts n =-190 Non-Wealthy Districts n = 480

| Aldable - General Fund Full Value Assessment General Fund Full Value Assessment |
Pupil Expenditure Per Pupil Per Pupil Expenditure Per Pupil Per Pupil

== |- Units Mean s.D. - Mean S.D. . | Mean ~ _ S.D. Mean

1 Total

: <577 .| 3183 1410 | 191,545 138,330 | 2050 157 | 49,056
c | s18-955 | 2596 534 125,508 51,521 | 2060 166 46',587
| 956-1316 | 2845 - 605 109,278 31,041 | 2105 299 48,166

| 13a7-3577 | 2992 743 - » | 133,927 91,232 | 2078 256 49025

1578~1891 3164 . 580 122,083 61,757 | 2064 264 44,399

" {'1928-2565 3003 997 - | 122,99 64,599 | 2089 256 45,883

2566-3399 | 3169 703 124,307 48,33 |.2116 . 234 | 49,935
3400-4529 3319 522 113,214 25,737 2268 369 41,495
1530-7227 3089 . 441 100, 244 24,211 , | 2383 337 54,873

> 7228 2997 590 102,929 © 30,776 2479 . 390 ‘ 56,715

| Total sample 73066 o197 1 127,043 73,250 2169 36 " 49,330




-districts are small, the costs are shifted away from taxpayers and onto

students in the form of a reduced program.

Noticz that this interpretation presumes the existence of costs that
ayise when scale is small. The point is that depending on the wealth of
gﬁe diéﬁrict, these cosgs.may be handled differently. In one case the costs

~ are assumed by taipayers, in the other the cocts are shifted to students.

Also notice that this interpretation is rich in policy implications. For
example, if taxpayers shift the costs associated with remaining small onto
students, the state may have a responsibility to offset these costs in some
way even in those districts where taxpayers refuse to approve district

_ consolidation proposals on unreasonable grounds. This issue will be examined

more completely in Section V where policy implications are discussed.

. As appealing as this interpretation is to us, we recognize its shor}-

comings. Principal among these is the inadequate nature of our control for

wealth. This is especially true for the wealthy districts, since the small
and wealthy districts continue to have higher wealth than other districts.

HoweQer, also notice that dispe?sion within this grouping remains large. A

case by case analyéis'of these small wealthy districts showed that two'dis~

tricts accouﬁt for virtually-all of the extra variation and higher wealth

attributed to the gfquping.lo Exclusion of thegse districts revealed a meaﬁ and

standard«deviativd*féffaégizﬁﬂﬁiich were comparable to that found for the other
groupings. While the expenditure level for the bottom decile was reduced, the

pattern observed in Table 2 remained intact. Currently, we are at work

employing more sophisticated techniques to control for the confounding effects

pf wealth.




Table 3
The Relationship Between Expenditure Let.els and Sources of Revenue
i and School District Sparsity. o
‘_? d
’ 1 2 3 4 ‘ 5
Sparsity General Fundl Payable Operating Aid as Full Value Assessment Local
= (Barolled Pupils ~ ~ Expenditure State Operating a Fraction of Per Pupil —-— ="~ ~“Equalized Tax
Fer Square Mile) Per Pupil Aid Per Pupil the General Fund (RWADA) Rate (in mills)
*District Deciles Mean S.D. “Mean - §.D. Mean ~S8.D. Mean S.D. Mean - §.D. -
<6.9 2328 437 824 250 .38 .15 95,494 65,219 12.8 2.8 f_:
7.0-11.0 2115 310 1000 180 .48 .10 55,691 48,789 13.7 2.9
11.1~16.6 2126 396 - 973 195 47 .12 57,098 36,810 13.7 2.2 -
o 16.7—}3‘.76' 2097 300 982 197 48 .12 91,925 31,241 14.1 2,6 \';
SE A e . . e
( 23.79-35.9 2079 . 236 948 170 47 11 52,644 20,577 14.7 3.1
36.4-73.5 2247 390 878 221 .31 .13 67,090 58,919 16.4° 2.9
’ . 73.6-164.5 2560 595 770 237 .33 14 78,359 45_!5_39 19.1 4.9 !
) ~"167.1~480.8 2786 730 711 214 .28 .13 88,746 55,894 20.9 5.4 ‘2
o
- 483,.8-910.0 2880 708 736 211 .28 .13 - 83,482 - 38,567 22,6 5.5
>918.3 2'92;7 496 753 248 - .27 .12 76,362 27,429 25.3 5.6 ::{f
' | T
AlL Districts 2415 585 _ . 859 - 238~ 39 .5 70,528 47,028 7.3 5.8
og = 952 - , P PR { B
~ #Deciles are non-pupil weighted (eacl{ represents 10% of the districts and include all regular K~12 districts with
O he exception of the "Big 5" districts). o ‘ .t




effect of sparsity.

Sparsity. fable 3 considers the impact of sparsity on spending 1evéls and
sources of'revenue. Notice that the relationships shown are similar to though
riot as strong as those révealed by Table 1. The most sparsely settled dis-
tricts spend at a slightly higher 1e;e1 than do districts falling into the next
five decileg. The most sparsé districts are also wealthier than other districts,

although their wealth is more in line with the statewide average than is true

_for the smallest scale districts (see Table 1).

We hypothesize that sparsity's primary impact on school district spending

is in the area of transportation. In light of the high nominal rate at which

the state subsidizes transportation costs, we suspect that the relationships
revealed between sparsity.and spending levels are accounted for more by the ) _

tendency for sparse districts to also be smalii(r = .43) than by an independent

However, we do not mean to suggest by this that sparsity is unimportant.

As will become clearer later, sparsitzggglggwggggidgrable,promiseﬁas'a—means—“—”““”‘“T

¥

7 of interpreting the state's responsibility for mitigating the costs assbciated

with small scale.

Spendiné Pé%terns

The previous discussion centered around the relationship between scale
and sparsity and the overall level of school district spending. Here we-focus
agtention on the relationship between how these background characteristics and
how districts spend a given level of funds. .

Scale of Operation. Table 4 examines the relationship between scale of .

operation and the dis%ribution of funds across categories of school district

budgets. At present, thegcategories we deal with are highly aggregated and

1
I
I3




s T ’ Table 4
The Relationship Between Spending Patterns and School District*Scale
1 2 3 4 5 ' 6 : 7
o Approved “ransportation BOCES
o Approved Operating Expend- Expenditures Expenditures
= General Fund — -Operating Transportation BOCES , itures as a as a as a . ey
“fotal Aidable Expenditure. Expenditure Expenditure - Expenditure Fraction of the Fraction of the Fraction of the_
“Pupil Units Per Pupil Per Pupil Per Pupil Per Pupil GCeneral Fund General Fund Ceneral Funil‘:fjfi
' District Dg:ciles Hean S.D. Mean S.D. Mean S.D. Mean S.D. Mean s.Dh. Mean s.D. Mean S.D.j—:‘ff
< 577 2514 1060 1895 839 159 65 164 83 .75 .07 07 . .02 .07 04
578-955 2186 371 1614 318 144 35 139 43 .76 - .05 .07 .02 .06 - 02
= 956-1316 2304 518 " 1738 515 132 51 107 44 .75 © .07 .06 .02 .05 02
o ‘-1317--1577 2256 534 1701 461 135 45 94 43 .75 .05 .06 .02 .04 .02
* 1578-1981 2376 625 1812 560 123 40 98 45 .76 .06 > .06 .02 .04 .02
-1982-2565 2280 623 1761 508 129 . 41 . 11 24 .77 .05 .06 .02 .04 01
ST ‘ ’ A * ) -
T -2566-3399 2456 662 1916 574 118 47 73 33 .78 .05 .05 ' .02 .03 .01
_3400-4529— - -~2660- <668 2109 629" 117 49 74 35 .79 .08 05 .02 .03 .01
-1530-7227 2625 503 2101 479 119 44 68’ 39 .80 .05 . .05 .02 .03 .02
> 7228 2581 478 2061 443 99 37 53 30 .80 .06 .04 .02 .02 .01
All Districts 2423 644 1870 569 127 48 95 55 7 .06 .65 .02 .04 02 -
n = 671
- \
*Deciles are non-pupil weighted (each represents 10% of the districts and include all regular K-12 districts with )
-the exception of the "Big 5" districts).




this is problematic since it obscures man& of the more subtie ways in which
costs can be imposed on students. In subsequent analyses we expect to examine

<

the allocation of resources across more refined categories of the school dis~-
trict budget. ‘Moreover, wé plan to examine staffing ratios cs weli.as start-
ing teacher salaries.

According to Table 4: .

. Small districts spend less per pupil on approved operating expenses
than do the largest districts. This is true despite the relatively
high level of spending in the smallest districts on the general fund.

. Small di?tricts spen& a smaller percentage of their general fund
on approved operating expenses than do others. ' \

3 . Small districts spend more both in absolute (dollars pér pupil) as
well as in relative terms (fraction of the general fund) on trans-
portation related expendiﬁures; although this is due in large
éart to fhe tendency for small districts to be sparsely settled.

. Sﬁaller districts spend more on BOCES related expenses on a per pupil
basis and it accounts for a larger fraction of their budgets.

Sparsity. Table 5 presents a parallel analysis of the relatiomship

between sparsity and spending patterns. The results are similar to those found

for scale:

. Sparse districts spend fewer dollars per pupil on approved
operating expenditures than do the most densely settled
districts.

. Sparser districts spend a smaller fraction of their general °‘<

fund on approved operating expenses.

. Sparser districts spend more on transportation on a per pupil

ﬁasis and it accounts for a larger fraction of their budgets.

sl 27 34
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Table 5 : ‘ ’ ri‘

The Relationship Between Spending Patterns and School District Sparsity

|
< , \

e

1 .2 i 3 4 5 6 7

: * ’ ) . Approved \1 Transportation BOCES
Sparsity.’ \ . . Approved . ° Operating Expend- Expenditures Expenditures
-{enrolled Genergl Fund Operating Transportation BOCES itures as a ags a as a T
pupils per Expenditure Expenditure Expenditure Expenditure Fraction of the Fraction of the “Fraction of the
-square mile) Per Pupil Per Pupil Per Pupil - Per Pupil Feneral Fund General Fund Gener?l Fund E
7§b@8tt1ct Decf{les Mean S§.D. Mean S.D. ﬁean S.D. Mean §.D. Hean s.D.” Mean S.D. Mean §.D. ﬁ;
< <6.9 2328 437 - 1745 396 164 47 158 79 .75 .06 .07, .02 .07 .03 A%,
~ 7.0-11.0 2115 310 1575 269 146 30 129 50 274 .05 .07 .02 © .06 .02
2126 396 1570 314 146 37 112 48 - .74 .05 .07 .02 .05 ©.02
2097 300 - 1548 267 126 31 98 33 6 ¢ .06 -7 .06 01, .05 .02
{ .
2079 236 1594 229 129 39 80 32 17 .05 .06 .02 .04 .02
‘736.6-73.5 2247 .390 1713 317 129 ' 37 78 38 .76 V05 o .06 .01 .04 01
-13.6-164.5 . 2560 595 1999 496 128 51 88 50 .78 .04 ' .05 .02 .03 t02
;i167.1~680.8 2786 730 2211 607 118 , 50 74 46 .79 .06 .04 .02 .03 .02
59483.8-910.0 2880 708 2334 636 97 47 70 50 .81 .07 .03 .01 .02 .01
. >918.3 2947 496 2395 505 89 40 63 35°: .81 .08 .03 .01 .02 01 -
C°ALL Districts 2415 585 1867 531 121 46 95 55 .77 .06 .05 .02 .04 .02
n = 652
ADeciles are non-pupil weighted (éach represents 10% of the districts a2ad include all regular K-12 districts with g,ﬁ
- the exception of the "Big 5" districts). \ 36 ’
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‘that BOCES expeﬁ&iturea typicéil§rresu1£ iﬁ the pro&ision of services for

" dence of resources being shifted away from the regular imstructional program

\

. : Sparser districts rely more heavily than others on BOCES
services. This is true both in terms of dollars per pupil .

and the fraction of their general fund. ' ’
L4

: One’of the questions we are infergsted_in is the degree to which a
non-instructional service such as transportation can detract from the
ability of a distr}ct to provide instrugtional services. Our early results
in Table 4 and 5 suggest that if two districts were spending at the same
level, the smaller or sparser of the two would tend to spend less on approved
operating expenses. '

Is this a cause for concern? ferhaps. If we could show that money not
being‘§pen£,on approved operating expenses is spentl;n non~-instructional
.o
Qervices, the shifting of resources away\from approved expenses would count
as evidence of a student related bu;den. We could argue that stu%gnts in
smaller or aore sparsely settied areas have less spent on their instruction
than do students in other districts spending at th; same overall level.

Ho&ever, the results in Tables 4 and 5 cannot be used'in support of this

type of argument because funds not spent on approved operating expenses can

be spent-on services that are directly related to instruction, most notably

- BOCES service;, And if we add column 5 to column 7, we f£ind that neither

scale nor sparsity is related to the fraction of the general fund spent on

the total of these two items. But we also need to be mindful of the fact ) o

special populations within school districts. The lncreased reliance on BOCES

services in the small and more spargely settled districts may count as evi- .

. and into programs fer vocaticnal and special educationm. R

v

. 2-9

L
it

AN

R

M 3
i

'

F




districts. As we examine more refined categories ofuthe budget, we hope to

Further research is needed to determine the extent tc which factors

<

such as sparsity and scale occasion the shifting of resources within schocl

®

provide some additional insight into this phenomenon in our fiﬁal rebort.

*

Before turning to a more detailed analysis of'tranqpoptation, we wish to
point out a second issue which needs to be addressed. Tables 4 and 5 show
clearly that sparse and small districts are 1ess.dependent on general aid

and more dependent on special aids such as transportation and BOCES than are

other districts. It follows that any inequities associated with the transpor-

“®

tation and BOCES formulas have disproportionately ad-erse effects on small

4
-

and sparse districts.

More on Transportation

1

Tﬁis section takes a closer look at how school districts allocate funds
for transportation. The goal is to break the aggregate total spending‘for
transportagion into its components to gee if sparsity\is related to the
means districts employ to provide transportation services. According to
Table 6:

. Sparsely settled districts spend more on transportation on a per

pupil basis than the other districts.

AN AL S B O N1 n S ¢ St ¥ e g2 W T YA 4 vt b

; . Sparsely settled districts tend to rely more ueavily on district

S, e T e

operated transportation services than others.
o

~

. The effective aid ratio11 (column 7) appears at first to be
curvilinearly related to -sparsity such that the very sparse

districts and the very dense districts face lower aid ratios than

A - -other districts. - B

7
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- Patterns for Tramnsportation and School District Sparsity

4

-

. ° 2 3 4 . S 6 7 .
’ . : District _ o
Transpor- Operated Approved State Aid
tation . Transpor- Transpor- as a )
Expendi-- Approved | tation tation Fraction Non-
Transpor~ ture Per' Transpor- State Expendi- - Expendi- © of Total Allowed
tation "Pupil on . tation * Transpor- ture as a ture as a Transpor- Students as
3 Expendi- District Expendi- tation Ald Fraction Fraction tation a Fraction
-per square .ture Per Operated ture Per Per of Total of Total . Expendi- of Students
;-ile)l Pupil . Services Pupil Pupil Trans. Exp. Trans. Exp. ture " Transported
District Deciles Mean S.D. Mean. S.D. Mean S.D. Mean S.D. Mean S.D. _ Mean S.D. Mean %D, Mean S.D.
1< 6.9 164 47 126 49 142 42 113 32 .78 .21 .87 .09 .70 .13 . .10 .08
7.0-11.0 . . 146 30 117 © 34 ’128 . 31 104 26 .80 .17 .87 .10 72 0 L1270 507 .06
E}’ 11.1-16.6 146 37 112 44 ' 133 37 108 31 .80 «26 .91 . .08 74 A1 .09 .09
) 16.7-23.76 126 3t 102 37 117 31 96 22 .82 24 .92 .05 .77 .12~ .08 .06
23.79-35.9 129 39 90 51 121 38 - 97 30 .72 .34 .94 .07 .76 .09 .07 .06
se4eras Coade 37 e 55 12 36 97 29 .70 .36 .9 .08 .35 .09 .10 .07
‘i,167.1-486.8 118 50 45 47 105 47 - 84 36 .39 .36 .88 .12 J2° .12 .20 .15
483.8-910.0 97 47 18 29 83 42 - 66 36 .20 .29 .87 .14 .69 15 .19 .16
> 918.3 89 40 17 30 74 35 57 26 .16 o24 .85. .15 65 14 24 .17
‘A1l Districts 127 . 46 78. 58 114 44 <92 35 «59 .38 90 .11 .72 A2 .13 .12
o £
°39 | |
40

:

*“nniles are non-pupil weighted (each represents 104 of the districts and
[:R\}:=xception of the “Big 5" districts) .

|

include all regular K-12 districts with




Thé curvilinear nature of the ;elationship between the aid ratio and
sparsifﬁrcan, in part, be explained by the confounding 2ffects of the varying
tenéency for districts to éranséort non~allowed pupils.lz' As column 8 in
Table 6 indicates, the more densely settléd districts are more likely to
transport non-allowed pupils. Since the tranportation of non~-allowed pupils,
by d;finition, exerts downward pressure on the effective aid ratioc, it follows
that one reason for Fhe low‘aig ragiqéugégggved f&;:ﬁﬁg densely settled distfi&i§"; L
is their ten@ency to transport non-allowed pupils. Indeed, whén we controlled ‘
for the effecgs of the presence of non-alloved pupils we found that most of ?Hé;i“
. sparsely setﬁied’distficts;are fac;d wiéh a lower eff